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FIRST THINGS FIRST

Ready for School Set for Life.

AGENDA ITEM:
FY12 Collections and Administrative Costs Account expenditures

CEO RECOMMENDATION(S):
e Acceptthe FY12 budget update.

DETAIL:

Revenue (see attached charts)

Tobacco Tax Revenues:

Total FTF Tobacco revenues through April, for FY12 (to be used in FY13), continue to show a fair
amount of stability and are near historical averages. However, January and March collections
showed significantly lower collection levels comparatively speaking and as such current
estimates for final totals have been tempered. To date collections stand at $98.8 million
compared to last year (same point in time) $100.6. Original budget projections, however,
anticipated this gap to be much more significant and while down $1.8 million, it is currently
anticipated that final collection will be more than $2 million over budget.

Interest Income Revenues:

Interest income has grown significantly compared to previous years in the months of March
and April. With total pooled cash remaining relatively constant, these increases are a direct
reflection of the change in investment strategy that was put in place in February 2012.

Per the agreed upon investment plan, FTF's pooled cash balances in the State Treasurer’s
investment Pool 3 will be reduced at a rate of about S50 million a month until its balance rests
at $100 million, the cash will be deposited in the new FTF separately managed account (Pool
16). As such, we should continue to see growth in earnings as more cash is deposited in the
higher interest bearing account. March yields in Pool 16 were 68 basis points above Pool 3 at
1.78% (April figures are 1.85%), placing them in line with projected FY12 rates as presented to
the Board in December 2011 along with the new investment strategy.

Current estimates place final collections of investment income just under $1 million over what
was originally budgeted, with YTD collection already exceeding the originally budgeted amount
(as well as FY11 totals).



Combined Totals:
The combined totals of Tobacco Tax collections and Interest revenues are expected to exceed
budget by about $3 million, and fall short of FY11 totals by just under $1 million.

Operation Expenditures (see attached table)

With 10 months of FY12 booked, FTF has expended $10.1 million against the budget of $14.2
million (revised at the April 2012 meeting) Administrative Account budget. As such, FTF
administrative expenditures continue to track favorably. FTF has expended about 71% of its
administrative budget compared to 83% of the fiscal year having passed.

Three line items that stand out when reviewing the attached table are “Internal Printing”,
“Equipment”, and “Transfers Out”. In reviewing all line items (including these three) it is
important to note when balances are impacted by encumbrances these may or not be fully
expended as they often represent “open POs” which simply close out at year end with all
unexpended funds falling to carry forward. In regards to these particular line items, it is
anticipated these projected overages will ultimately be covered this year through one time
savings in other line-items. The causes for the overages are as follow;

o “Internal Printing” overage is a result of FTF changing how printing is budgeted and
separating the line-item out from “Other Operating”. When this change was made a base
line budget was established. In establishing this budget it was recognized that historical
actual usage was much higher, and thus current year actuals for FY12 would likely exceed
the budget and need to be covered from savings in the “Other Operating” line-item. It is
expected the current year's experience will drive future budgets, and it was determined this
approach would result in establishing a “truer” long-term budget since specific reporting
would result in more conservative usage.

e “Equipment” relates to computer replacement purchases and an upgrade of the
VOIP/telecom system.

e “Transfers Out” was a planned expense but it was budgeted under the category of
“Professional and Outside Services”, and is the funds FTF passes to the Department of
Revenue in support of tobacco enforcement efforts. The manner in which DOR wanted to
funds to come in to their system resulted in it being booked as a “Transfer Out” in the state
accounting system.
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